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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD
APPLICATION FOR EXEMPTION PERMIT

SECTION |, IDENTIFICATION, GENERAL INFORMATION, AND CERTIFICATION

RECEIVED

2
Facility/Project Identification SEP 15 2017

This Section must be completed for all projects.

Facility Name: Presence United Samaritans Medical Center — Change of Ownership M&

Street Address: 812 North Logan Street SERVICES REVIEW BOARD
City and Zip Code: Danville 61832
County: Vermillion Heaith Service Area 4 Health Planning Area: D-03

Applicant(s) [Provide for each applicant (refer to Part 1130.220)]

Exact Legal Name: Presence Health Network

Street Address: 200 S. Wacker Drive, 11" Floor

City and Zip Code: Chicago 60606

Name of Registered Agent: Kathleen Cronin

Registered Agent Street Address: 18927 Hickory Creek Drive

Registered Agent City and Zip Code: Mokena 60448

Name of Chief Executive Officer. Michael Englehart

CEO Street Address: 200 S. Wacker Drive, 11" Floor

CEQ City and Zip Code: Chicago 60606

CEQ Telephone Number, 312-308-3291

Type of Ownership of Applicants

=4 Non-profit Corporation ] Parthership
O For-profit Corporation ] Governmental
| Limited Liability Company O Sole Proprigtorship | Other

o Corporations and limited liability companies must provide an lllinois certificate of good
standing.

o Partnerships must provide the name of the state in which they are organized and the name and
address of each partner specifying whether each is a general or limited partner.

e PR R (VLI B R T B DR

ABPEND DOCUMENT ATION AS ATTACHMENTQ N NUMERIC SEQUENTIALLORDER AET
APPLICATION FORMIE SIS L R IR/ 8 Gl e g R et 6

Primary Contact [Person to receive ALL correspondence or inquiries]

Name: Clare E. Connor

Titie: Partner

Company Name: McDermott, Will & Emery LLP

Address: 444 W. Lake Street, Suite 4000 Chicago, IL 60606

Telephone Number: 312-984-3365

E-mail Address; cconnor@mwe.com

Fax Number; 312-984-7700

Additional Contact [Person who is also authorized to discuss the application for
exemption permit]

Name: Jeannie Carmedelle Frey

Titie: Chief Legal Officer and Secretary

Company Name: Presence Health Network

Address: 200 S. Wacker Drive, 11" Floor Chicago, IL 60606

Telephone Number: 312-308-3291

E-mail Address: JFrey@presencehealth.org

Fax Number: 312-308-3397

DM_US 82698168-3.052942,0429
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD
APPLICATION FOR EXEMPTION PERMIT

SECTION |. IDENTIFICATION, GENERAL INFORMATION, AND CERTIFICATION
This Section must be completed for all projects.

Facility/Project Identification

Facility Name: Presence United Samaritans Medical Center — Change of Ownership

Street Address. 812 North Logan Street

City and Zip Code; Danville 61832

County: Vermillion Health Service Area 4 Health Planning Area: D-03

Applicant(s) [Provide for each applicant (refer to Part 1130.220)]

Exact Legal Name: Presence Central and Suburban Hospitals Network

Street Address: 200 S. Wacker Drive, 11" Floor

City and Zip Code: Chicago 60606

Name of Registered Agent._ Kathleen Cronin

Registered Agent Street Address: 18927 Hickory Creek Drive

Registered Agent City and Zip Code: Mokena 60448

Name of Chief Executive Officer: Ann Errichetti, M.D.

CEQ Street Address: 200 S. Wacker Drive, 11" Fioor

CEQ City and Zip Code: Chicago 60608

CEQO Telephone Number: 312-308-3291

Type of Ownership of Applicants

X Non-profit Corporation ] Partnership
l:l For-profit Corporation N Governmental
0 Limited Liability Company ] Sole Proprietorship OJ Other

o Corporations and limited liability companies must provide an lllinois certificate of good
standing.

o Partnerships must provide the name of the state in which they are organized and the name and
address of each partner specifying whether each is a general or limited partner.

APPEND DOCUMENTATION AS ATTACHMENT 1 IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM. . .

Primary Contact [Person to receive ALL correspondence or inquiries]

Name: Clare E. Connor

Title: Partner

Company Name:. McDermott, Will & Emery LLP

Address: 444 W. Lake Street, Suite 4000 Chicago, [L 60606

Telephone Number: 312-884-3365

E-mail Address: cconnor@mwe.com

Fax Number: 312-984-7700

Additional Contact [Person who is also authorized to discuss the application for
exemption permit]

Name: Jeannie Carmedelle Frey

Title: Secretary

Company Name: Presence Central and Suburban Hospitals Network

Address: 200 S. Wacker Drive, 11" Floor Chicago, IL 60606

Telephone Number: 312-308-3291

E-mail Address. JFrey@presencehealth.org

Fax Number; 312-308-3397

DM_US 82698168-3.052942.0429




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD
APPLICATION FOR EXEMPTION PERMIT

SECTION I. IDENTIFICATION, GENERAL INFORMATION, AND CERTIFICATION
This Section must be completed for all projects.

Facility/Project Identification

Facility Name: Presence United Samaritans Medica| Center ~ Change of Ownership

Street Address: 812 North Logan Street

City and Zip Code: Danville 61832

County: Vermillion Health Service Area 4 Health Planning Area: D-03

Applicant(s) [Provide for each applicant (refer to Part 1130.220)]
Exact Legal Name: OSF Healthcare System
Street Address: 800 N.E. Glen Oak Avenue
City and Zip Code: Peoria 61603
Name of Registered Agent: _Sister Theresa Ann Brazeau, OSF
Registered Agent Street Address: 1175 Saint Francis Lane
Registered Agent City and Zip Code: East Peoria 61611
Name of Chief Executive Officer: Kevin Schoeplein
| CEO Street Address: 800 N.E. Glen Oak Avenue

CEOQ City and Zip Code: Peoria 61603
CEOQ Telephone Number: 309-655-2850

Type of Ownership of Applicants

Y Non-profit Corporation O Partnership
| For-profit Corporation U Governmental
O Limited Liability Company ] Sole Proprietorship O Other

o Corporations and limited liability companies must provide an Ilinois certificate of good

standing.
o Partnerships must provide the name of the state in which they are organized and the name and

address of each partner specifying whether each is a general or limited partner.

IAPPEND“ g s»fA IHN:NUMERIC'SEQUENTIAL ORDER'ARTER THE EAS TP, THES |

Primary Contact [Person to receive ALL correspondence or inquiries]
Name: Mark Hohulin

Title: Senior Vice President, Healthcare Analytics

Company Name: OSF Healthcare System

Address: 800 N.E. Glen Oak Avenue Peoria, IL 61603

Telephone Number: 309-308-9658

E-mail Address: mark.e.hohulin@osihealthcare.org

Fax Number: 309-308-0530

Additional Contact [Person who is also authorized to discuss the application for
exemption permit]

Name: Michael Henderson

Title; Corporate Counsel

Company Name: OSF Healthcare System |
Address: 530 N.E. Glen Oak Avenue Peorig, IL 61637
Telephone Number: 305-655-2402

E-mail Address: michael.b.henderson@osfhealthcare.org
Fax Number: 309-655-2347

DM_US 82698168-3.052942.0429 ‘
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Additional Contact [Person who is also authorized to discuss the application for
exemption permit]

Name: Clare E. Connor

Title: Partner

Company Name: McDermott Will & Emery LLP

Address: 444 W. Lake Street, Suite 4000 Chicago, IL 60606

Telephone Number: 312-984-3365

E-mail Address: cconnor@mwe.com

Fax Number: 312-984-7700

Post Exemption Permit Contact
[Person to receive all correspondence subsequent to permit issuance-THIS PERSON
MUST BE EMPLOYED BY THE LICENSED HEALTH CARE FACILITY AS DEFINED

AT 20 ILCS 3960]

Name: Mark Hohulin

Title: Senior Vice President, Healthcare Analytics

Company Name: OSF Healthcare System

Address; 800 N.E. Glen Oak Avenue Peoria, IL 61603

Telephone Number: 308-308-9656

E-mail Address: mark.e.hohulin@osfhealthcare.org

Fax Number. 309-308-0530

Site Ownership
[Provide this information for each applicable site]

Exact Legal Name of Site Owner. Presence Central and Suburban Hospitals Network

Address of Site Owner. 812 North Logan Street Danville 51832

Street Address or Legal Description of the Site: 812 North Logan Street Danville §1832
Proof of ownership or control of the site is to be provided as Attachment 2. Examples of proof of
ownership are property tax statements, tax assessor’s documentation, deed, notarized statement

APPEND DOCUMENTATION AS ATTACHMENT 2, IN NUMERIC SEQUENTIAL ORDER AFTER THE
LAST PAGE OF THE APPLICATION FORM. .

Operating ldentity/Licensee
[Provide this information for each applicable facility and insert after this page.]

Exact Legal Name: Presence Central and Suburban Hospitals Network d/b/a Presence United
Samaritans Medical Center

Address: 812 North Logan Street Danville 61832

X Non-profit Corporation ] Partnership
O For-profit Corporation | Governmental
| Limited Liability Company O Sole Proprietorship O Other

o Corporations and limited liability companies must provide an lllinois Certificate of Good Standing.

o Partnerships must provide the name of the state in which organized and the name and address of
each partner specifying whether each is a general or limited partner.

o Persons with 5 percent or greater interest in the licensee must be identified with the % of

ownership.

APPEND DOCUMENTATION AS ATTACHMENT 3, IN NUMERIC SEQUENTIAL ORDER AFTER THE |
LAST PAGE OF THE APPLICATION FORM. :

DM_US 82698168-3.052942.0429
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Organizational Relationships

Provide (for each applicant) an organizational chart containing the name and relationship of any person or
entity who is related (as defined in Part 1130.140). If the related person or entity is participating in the
development or funding of the project, describe the interest and the amount and type of any financial

contribution.

DM _US 82608168.3.052942,0429
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Flood Plain Requirements N/A
[Refer to application instructions.]

Provide documentation that the project complies with the requirements of lllinois Executive Order #2006-5
pertaining to construction activities in special flood hazard areas. As part of the flood plain requirements,
please provide a map of the proposed project location showing any identified floodplain areas. Floodplain
maps can be printed at www.FEMA.gov or www.illinoisfloodmaps.org. This map must be in a
readable format. In addition, please provide a statement attesting that the project complies with the

requirements of lllinois Executive Order #2006-5 (hitp:// www.ilIinois.gov/sites/hfsrb}.

APPEND DOCUMENTATION AS ATTACHMENT 5, IN NUMERIC SEQUENTIAL ORDER AFTER THE
LAST PAGE OF THE APPLICATION FORM.

Historic Resources Preservation Act Requirements N/A

[Refer to application instructions.]

Provide documentation regarding compliance with the requirements of the Historic Resources
Preservation Act.

APPEND DOCUMENTATION AS ATTACHMENT 6, IN NUMERIC SEQUENTIAL ORDER AFTER THE
LAST PAGE OF THE APPLICATION FORM.

DESCRIPTION OF PROJECT

1. Project Classification
[Check those applicable - refer to Part 1110.40 and Part 1120.20(b)]

Part 1110 Classification:
& Change of Ownership

0 Discontinuation of an Existing Health Care Facility
or of a category of service

O Establishment or expansion of a neonatal intensive
care or beds

DM_US 82698 168-3.052042.0429
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2. Narrative Description

In the space below, provide a brief narrative description of the project. Explain WHAT is to be done in
State Board defined terms, NOT WHY it is being done. If the project site does NOT have a street
address, include a legal description of the site. include the rationale regarding the project’s classification
as substantive or non-substantive.

Presence Health Network and Presence Central and Suburban Hospitals Network (collectively
"Presence”) have agreed to sell to OSF Healthcare System ("OSF”) its acute care hospitais iocated in
Danville and Urbana, lilinois (Presence United Samaritans Medical Center and Presence Covenant
Medical Center, respectively, hereafter the “Facilities"), as weli as associated ambuiatory, non-hospitai
practice sites in Danville and Urbana. The structure of the transaction is an Asset Purchase, with assets
to be acquired by OSF including all real and personal property related to the hospitals and practice sites
(all such hospitals and practice sites collectively referred to as the “Assets”).

Subject to all regulatory approvals, OSF will purchase the Assets at a total purchase price of $185 million
minus a caiculation for net working capital. Solely for the submission of this (these) COE(s) and not for
any other purpose, the aliocation of the purchase price for United Samaritans Medical Center is
$74,000,000.00 and for Covenant Medicai Center is $111,000,000.00. This allocation was determined by
OSF in part by a multiple of operating revenue.

OSF will consider and make offers of employment to those employees of Presence who are affected by
the transaction, provided they are eligible for employment under OSF’s standard human resource policies
and practices. Employees of Presence who accept offers of employment with OSF will receive credit for
service with Presence under OSF’s paid time off and certain other employee benefit arrangements. The
respective medical staffs of the hospitals will continue to remain in place.

Following OSF’s acquisition, the Assets will continue to be operated (as in the past) in accordance with
the teachings of the Roman Catholic Church and all applicable federal and state laws and regulations.
Operationa! standards and excellence in patient care at the Facilities will be consistent with OSF's ten
(10) other acute care facilities in lllinois, all of which are in good standing with this Board and the lllinois
Department of Public Heaith. The license will change for both Facilities, as OSF Healthcare System will
become the licensee versus Presence. OSF intends to re-name the Facilities in accordance with its
internal process, with such names to be announced at a fater date. OSF has agreed to continue
operation of the Facilities for a period of at least eight (8) years following the closing of the transaction,
unless at any time after five (5) years OSF determines reasonably that market or industry conditions have
occurred that impact OSF’s ability to operate the Faciiities without undue risk. OSF will establish one or
more community boards for each Facility, to ensure continued local community input regarding services
provided by the Facilities. OSF will also implement its standard charity care policies at each Facility
following the acquisition, and which are at least as generous as those in effect currently under Presence.

The parties anticipate completing the transaction on or around February 1, 2018. The lllinois Health
Facilities & Services Review Board will be notified within thirty days of the change of ownership occurring.

DM_US 82658168-3.052942.0429
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Project Costs and Sources of Funds (Neonatal Intensive Care Services only)

Complete the following table listing all costs (refer to Part 1120.110) associated with the project. When a
project or any component of a project is to be accomplished by lease, donation, gift, or other means, the
fair market or doliar value (refer to Part 1130.140) of the component must be included in the estimated
project cost, If the project contains non-reviewable components that are not related to the provision of
health care, complete the second column of the table below. Note, the use and sources of funds must be
equal.

Project Costs and Sources of Funds

USE OF FUNOS CLINICAL NONCLINICAL TOTAL

Preplanning Costs N/A N/A N/A
Site Survey and Soil Investigation N/A N/A N/A
Site Preparation N/A N/A N/A
Off Site Work N/A N/A N/A
New Construction Contracts N/A N/A NA
Modernization Contracts N/A N/A N/A
Contingencies N/A N/A N/A
Architectural/Engineering Fees N/A N/A N/A
Consulting and Other Feas N/A N/A N/A
Movable or Other Equipmant (not in construction N/A N/A N/A
contracts)
Bond issuance Expense (project related) N/A N/A N/A
Net interest Expense During Construction (project N/A N/A N/A
related)
Fair Market Value of Leased Space or Equipment N/A N/A N/A
Other Costs To Be Capitalized NIA N/A N/A
Acquisition of Building or Other Property (excluding N/A N/A N/A
land)
TOTAL USES OF FUNCS N/A N/A N/A

SOURCE OF FUNOS CLINICAL NONCLINiCAL TOTAL
Cash and Securities N/A N/A SN/A
Pledges N/A N/A N/A
Gifts and Bequests N/A N/A N/A
Bond Issues {project related) N/A N/A N/A
Mortgages N/A N/A N/A
Leases (falr market value) N/A N/A N/A
Governmental Appropriations N/A N/A N/A
Grants N/A N/A N/A
Other Funds and Sources

LTHE LAS T P AGE OFTHEIARPLICATIONF(
e A

AT iy L

DM_US 82698168-3.052942.0420
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Related Project Costs
Provide the following information, as applicable, with respect to any land related to the
project that will be or has been acquired during the last two calendar years:

Land acquisilion is related to project Yes L[] No
Purchase Price: $74,000,000.00 (combined land and facility price; land was not separately
valued)

Fair Market Value: $_As above

The project involves the establishment of a new facility or a new category of service

] Yes X No

If yes, provide the dollar amount of all non-capitalized operating start-up costs (including operatmg deficits;
through the first full fiscal year when the project achieves or exceeds the target utilization specified in Part
1100.

Estimated start-up costs and operating deficit cost is $ N/A

Project Status and Completion Schedules

For faciiities in which prior permits have been issued please provide the permit numbers.

Indicate the stage of the project's architectural drawings:

None or not applicable (] Preliminary
[] Schematics [ Final Working

Anticipated project completion date (refer to Part 1130.140): Anticipated on or around 02/01/18

indicate the following with respect to project expenditures or to financial commitments (refer to Part
1130.140): N/A

[] Purchase orders, leases or contracts pertaining to the project have been executed. ]
Financial commitment is contingent upon permit issuance. Provide a copy of the contingent
"certification of financial commitment” document, highlighting any language related to CON
Contingencies

[ ] Financial Comm:tment quI occur after ermlt |ssuance

TION #oam;gwwm o
ﬂféﬁzgﬁ@ﬁﬁ rm%»ve}}ﬁ ",??"2:_:“ :

State Agency Submittals [Section 1130.620(c)]

Are the following submittals up to date as applicable:
Cancer Registry
X APCRS
All formal document requests such as IDPH Questionnaires and Annual Bed Reports been
submitted
B All reports regarding outstanding permits
Failure to be up to date with these requirements will result in the application for permit being
deemed incomplete.

DM_US 82698168-3.052942,0429
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CERTIFICATION

The Application must be signed by the authorized representatives of the applicant entity. Authorized
representatives are:

o inthe case of a corporation, any two of its officers or members of its Board of Directors;

o inthe case of a limited liabflity company, any two of its managers or members (or the sole
manager or member when fwo or more managers or members do not exist);

o inthe case of a partnership, two of its general partners (or the sole general partner, when two or
more general partners do not exist);

o inthe case of estates and trusts, two of its beneficiaries {or the sole beneficiary when two or more
beneficiaries do not exist); and

o inthe case of a sole proprietor, the individual that is the proprietor,

L]

This Application is filed on the behalf of _Presence Health Network
in accordance with the requirements and procedures of the lilinois Health Facifities Planning Act.
The undersigned certifies that he or she has the authority to execute and file this Application on
behalf of the applicant entity, The undersigned further certifies that the dafa and information
provided herein, and appended hereto, are complete and correct to the best of his or her
knowledge and belief. The undersigned also certifies that the fee required for this application is
sent herawlith or will be paid upon request.

SIGNATURE Sle’ATURE
Michael Englehart Jeannie Carmedelle Frey
PRINTED NAME PRINTED NAME

Chief Executive Officer Chief Leqal Officer & Secretary
PRINTED TITLE PRINTED TITLE
Notarization: Notarization:

Subsc rged and sw efore me Subscribed and sworn to before me
this f day of __ ﬁ embid. 2017 this {HH day of&mmgm
Signature of Notary

Seai OFFICIAL SEAL

AL

Seal$  KIMBERLY A. RELLINGER :
LORI BBRIN :

NOTARY PUBLIC, STATE OF ILLINOIS q NOTARYNBUC-STA*I’IE%RF ILLINOIS f':
*Insést tMEXANNEESION B P RSRligant 3 MY COMMISSION EXPIRES.0405115 3

DM_LIS 82995840-1.052942,0428
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CERTIFICATION

The Application must be signed by the autherized representatives of the applicant entity. Authorized

representatives are:

o inthe case of a corporatian, any two of its officers or members of its Board of Directors;

o in the case of a limited liability company, any two of its managers or members {or the sole
manager or member when two or more managers or members do not exist);

o inthe case of a partnership, two of its general partners (or the sole general partner, when two or

more general pariners do not exist);

o inthe case of estates and trusts, two of its beneficiaries (or the sole beneficiary when two of more

beneficiaries do not exist}; and

o in the case of a sole proprietor, the individual that is the proprietor.

This Application is filed on the behaif of

Presence Central and Suburban Hospitals Network

in accordance with the requirements and procedures of the iliinois Health Facilities Pianning Act.
The undersigned certifies that he or she has the authority to execute and file this Application on
behalf of the applicant entity. The undersigned further certifies that the data and information
provided herein, and appended hereto, are complete and correct to the best of his or her
knowiedge and beiief. The undersigned also certifies that the fee required for this application is

sent herewith or wili be paid upon request.

GW/

Lo O

SIGNATURE SIGN/\TURE

James Kelley Jeannig Carmedelle Frey
PRINTED NAME PRINTED NAME
Treasurer Secretary

PRINTED TITLE

Notarization:

Subsgcribed and swprn to before me
this day of M

FRINTED TITLE

Notarization:

Subscibed and sworn to before me
this [ _day ofﬁf&ﬁ@t/_, ot

Si Signaturg

) OFFICIAL SEAL 3 snare OFFICIAL SEAL
Sea LORI B BRINKER $ Seal  § yorLORIBERIVKER

NOTARY PUBLIC - STATE OF ILLINOIS ¢ e MYARY PUBLIC - STATE OF ILLINOIS
MY COMMSSION EXPIRES 040518 3 Y COMMISSION EXPIRES:04105/1
*Inse Aolicant VAAAAAAAAANAAAANA
DM_US 836981 68-1.052942.0428
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CERTIFICATION

The Application must be signed by the authorized representatives of the applicant entity. Authorized

representatives are:

o inthe case of a corporation, any two of its officers or members of its Board of Directors;

o inthe case of a limited liability company, any two of its managers or members (or the sole
manager or member when two or more ranagers or members do not exist);

o inthe case of a partnership, two of its general partners (or the sole general partner, when two or

more general partners do not exist);

o inthe case of estates and trusis, two of its beneficiaries (or the sole beneficiary when two or more

beneficiaries do not exist); and

o inthe case of a sole proprietor, the individual that is the proprietot.

This Application is filed on the behalf of _OSF Healthcare System

[ 4

in accordance with the requirements and procedures of the lllinois Health Facilities Planning Act.
The undersigned certifies that he or she has the authority to execute and file this Application on
behalf of the applicant entity. The undersigned further certifies that the data and information
provided herein, and appended hereto, are complete and correct to the best of his or her
knowledge and belief. The undersigned alse certifies that the fee required for this application is

sent herewith or will be paid upon request.

hY

ol

SIGNATURE

Kevin Schoeplein

SIGNATURE

Robert Sehring

PRINTED NAME

Chief Executive Officer

PRINTED TITLE

Notarization:

Subscri and swor 1o before me |
this {22 ayof&&%mgo ]

Signature of Notary

OFFICIAL SEAL
TONDA L. STEWART

Notary Public - State of Winois

PRINTED NAME

Chief Operating Officer
PRINTED TITLE

Notarization:
Subscribed and s to before
this ;ﬁi day of ; 2 2{ fg 4242 %0/7

Signature of Notary

Seal

OFFICIAL SEAL
TONDA L. STEWART
Notary Public - State of lllinais

DM_US 82698168-3.052942.04179

y Commissian Expires 8/26/2020
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SECTION Ill. BACKGROUND, PURPOSE OF THE PROJECT, AND ALTERNATIVES
- INFORMATION REQUIREMENTS

This Section is applicable to all projects except those that are solely for discontinuation
with no project costs.

Backqground

READ THE REVIEW CRITERION and provide the following required information:
BACKGROUND OF APPLICANT

1. A listing of all health care facilities owned or operated by the applicant, including licensing, and
certification if applicable.

2. A certified listing of any adverse action taken against any facility owned andfor operated by the
applicant during the three years prior to the filing of the application.

3. Authorization permitting HFSRB and DPH access to any documents necessary to verify the

information submitted, including, but not limited to: official records of DPH or other State

‘ agencies; the licensing or certification records of other states, when applicable; and the records of

nationally recognized accreditation organizations. Failure to provide such authorization shall

constitute an abandonment or withdrawal of the application without any further action by
HFSRB.

4. If, during a given calendar year, an applicant submits more than one application for permit, the
documentation provided with the prior applications may be utilized to fulfill the information
requirements of this criterion. [n such’instances, the applicant shall attest that the information
was previously provided, cite the project number of the prior application, and certify that no
changes have occurred regarding the information that has been previously provided. The
applicant is able to submit amendments to previously submitied information, as needed, fo
update and/or clarify data.

PEND; DOCUMENTATIONASTATTACHMENT LT IN:-NUMER|

C'SEQUENTIAL ORDER AETERITHES |

=

Criterion 1110.230 — Purpose of the Project, and Alternatives (Not applicable to

Change of Ownership)
PURPOSE OF PROJECT

1. Document that the project will provide health services that improve the health care or well-being
of the market area population to be served.

2. Define the planning area or market area, or other relevant area, per the applicant’s definition.

3. Identify the existing problems or issues that need to be addressed as applicable and appropriate
for the project.

4. Cite the sources of the documentation.

5. Detail how the project will address or improve the previously referenced issues, as well as the
population's health status and well-being.

6. Provide goals with quantified and measurable objectives, with specific timeframes that refate to
achieving the stated goals as appropriate.

For projects invalving modernization, describe the conditions being upgraded, if any. For facility projects,
include statements of the age and condition of the project site, as well as regulatory citations, if any. For
equipment being replaced, include repair and maintenance records.

DM_US B2698168-3.052942.0429
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ALTERNATIVES
1) Identify ALL of the alternatives to the proposed project:
Alternative options must inciude:
A) Proposing a project of greater or lesser scope and cost;
B) Pursuing a joint venture or similar arrangement with one or more
providers or entities to meet ali or a portion of the project's intended

purposes; developing alternative seftings to meet all or a portion of the
project's intended purposes;

C) Utilizing other health care resources that are available to serve all or a
partion of the population proposed to be served by the project; and
D) Provide the reasons why the chosen aiternative was selected.
2) Documentation shall consist of a compatison of the project to alternative options.

The comparison shall address issues of total costs, patient access, quaiity and
financial benefits in both the short-term (within one to three years after project
completion) and long-term. This may vary by project or situation. FOR EVERY
ALTERNATIVE IDENTIFIED, THE TOTAL PROJECT COST AND THE
REASONS WHY THE ALTERNATIVE WAS REJECTED MUST BE PROVIDED.

3) The applicant shali provide empirical evidence, including quantified outcome data
that verifies improved quality of care, as available.

DM_US 82698 168-3.052942.0420
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SECTION V. CHANGE OF OWNERSHIP (CHOW)

1130.520 Requirements for Exemptions Involving the Change of Qwnership of a

Health Care Facility

1.

Prior to acquiring or entering into a contract to acquire an existing health care facility, a
parson shall submit an application for exemption to HFSRB, submit the required
application-processing fee (see Section 1130.230} and receive approval from HFSRB.

It the transaction is not completed according to the key terms submitted in the exemption

application, a new application is required.

READ the applicable review criteria outlined below and submit the required

documentation (key terms) for the criteria:

APPLICABLE REVIEW CRITERIA

CHOW

1130.520(b)(1)(A) - Names of the parties

X

1130.520(b)(1)(B) - Background of the parties, which shall
include proof that the applicant is fit, willing, able, and has the
gualifications, background and character to adequately provide a
proper standard of health service for the community by certifying
that no adverse action has been taken against the applicant by
the federal government, licensing or certifying bodies, or any
other agency of the State of illinois against any health care
facility owned or operated by the applicant, directly or indirectly,
within three years preceding the filing of the application.

X

1130.520(b)(1)(C) - Structure of the transaction

1130.520(b){(1)(D) - Name of the person who will be licensed or
certified entity after the transaction

1130.520(b}(1)(E) - List of the ownership or membership
interests in such licensed or certified entity both prior to and after
the transaction, including a description of the applicant’s
organizational structure with a listing of controlling or subsidiary
persons.

1130.520(b)(1)(F) - Fair market value of assets to be
transferred.

1130.520(b)(1)(G) - The purchase price or other farms of
consideration to be provided for those assets. [20 ILCS
3960/8.5(a)}

1130.520(b)(2) - Affirmation that any projects for which permits
have been issued have been completed or will be completed or
altered in accordance with the provisions of this Section

1130.520(b}{2} - If the ownership change is for a hospital,
affirmation that the facility will not adopt a more restrictive charity
care policy than the policy that was in effect one year prior to the
transaction. The hospital must provide affirmation that the
compliant charity care policy will remain in effect for a two-year
period following the change of ownership transaction

1130.520(b)(2) - A statement as to the anticipated benefits of
the proposed changes in ownership to the community

DM_US £2698168.3.052942,0429

Page 15




1130.520{b){2) - The anticipated or potential cost savings, if X
any, that will result for the community and the facility because of
the change in ownership;

1130.520(b)(2) - A description of the facility's quality X
improvement program mechanism that will be utilized to assure
quality control;

1130.520(b)(2) - A describtion of the selection process that the X
acquiring entity will use to select the facility's governing body;

1130.520{b}{2) - A statement that the applicant has prepared a X
written response addressing the review criteria contained in 77 1li.
Adm. Code 1110.240 and that the response is available for public
review on the premises of the health care facllity

1130.520(b){2)- A description or summary of any propcsed X
changes to the scope of services or levels of care currently
provided at the facllity that are anticipated to occur within 24
months after acquisition.

Application for Change of Ownership Among Related Persons

When a change of ownership is among related persons, and there are no other changes being proposed
at the health care facility that would otherwise require a permit or exemption under the Act, the appficant
shall submit an application consisting of a standard notice in a form set forth by the Board briefly
explaining the reasons for the proposed change of ownership. {20 ILCS 3960/8.5(a))

——
RN

DM_US 82698168-3.052942.0429
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SECTION VH. 1120.130 - FINANCIAL VIABILITY - NOT APPLICABLE

All the applicants and co-applicants shall be identified, specifying their roles in the
project funding or guaranteeing the funding (sole responsibility or shared) and
percentage of participation in that funding.

Financial Viability Waiver

The applicant is not required to submit financial viability ratios if:

1. “A" Bond rating or better

2, Al of the projects capital expenditures are completely funded through internal sources

3. The applicant’s current debt financing or projected debt financing is insured or anticipated to be
insured by MBIA {Municipal Bond Insurance Association Inc.) or equivalent

4. The applicant provides a third party surety bond or performance bond letter of credit from an A
rated guarantar.

See Section 1120.130 Financial Waiver for information to be provided

"APPEND DOCUMENTATION-AS ATTACHMENT-17; IN'NUMERIC SE
'LAST PAGE.OF:THE/APPLICATION FORM

R

The applicant or co-applicant that is responsible for funding or guaranteeing funding of the project shall
provide viability ratios for the latest three years for which audited financial statements are available
and for the first full fiscal year at target utilization, but no more than two years following project
completion. When the applicant's facility does not have facility specific financial statements and the
facility is a member of a health care system that has combined or consolidated financial statements, the
system's viability ratios shall be provided. If the health care system includes one or more hospitals, the
system’s viability ratios shall be evaluated for conformance with the applicable hospital standards.

Current Ratio

Net Margin Percentage

Percent Debt to Total
Capiltalization

Projected Debt Service
Coverage

Days Cash on Hand

Cushion Ratio

Provide the methodology and worksheets utilized in determining the ratios detailing the
calculation and applicable line item amounts fram the financial statements. Complete a
separate table for each co-applicant and provide worksheets for each.

2. Variance

Applicants not in compliance with any of the viability ratios shall document that another
organization, public or private, shall assume the legal responsibility to meet the debt
obligations should the applicant default.

ZAPPEND'DOCUMENTATIONAS:
“APPLICATION:FORM: " ;
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SECTION X. CHARITY CARE INFORMATION (CHOW ONLY)

Charity Care information MUST be furnished for ALL projects [1120.20(c)}.

1. All applicants and co-appiicants shail indicate the amount of charity care for the latest three
audited fiscal years, the cost of charity care and the ratio of that charity care cost to net patient
revenue.

2. If the applicant owns or operates one or more facifities, the reporting shall be for each individual

facility located in lllinois. If charity care costs are reported on a consolidated basis, the applicant
shall provide documentation as to the cost of charity care; the ratio of that charity care to the net
patient revenue for the consolidated financial statement; the allocation of charity care costs; and
the ratio of charity care cost to net patient revenue for the facility under review.

3. If the applicant is not an existing facility, it shali submit the tacility's projected patient mix by payer
source, anticipated charity care expense and projected ratio of charity care to net patient revenue
by the end of its second year of operation.

Charity care" means care provided by a health care facility for which the provider does not expect
to receive payment from the patient or a third-party payer (20 ILCS 3960/3). Charity Care must be
provided at cost.

A table in the following format must be provided for all facilities as part of Attachment 41.

CHARITY CARE
Year Year Year

Net Patient Revenue
Amount of Charity Care
{charges)

Cost of Charity Care

DM_US 82698168-3.052942,0429
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After paginating the entire completed application indicate, in the chart below, the page
numbers for the included attachments:

INDEX OF ATTACHMENTS
ATTACHMENT
NO. PAGES
1 { Applicant Identification including Certilicate of Geod Standing
2 | Site Ownetship
3 | Persons with 5 percent or greater interest in the licensee must be

idontified with the % of ownership,

Organizational Relationships (Organizational Char) Certificate of
Good Standing Etc.

5 | Flood Plain Requirements

6 | Historic Praservation Act Requirements

7 | Project and Sources of Funds ltemization
8

9

E-9

Financia! Commitment Document if required
Cost Space Heqguirements

10 | Discontinuation

11 | Background of the Applicant

12 | Purpose of the Projact

13 | Alternatives to the Project

Service Specific:
14 | Neonatal Intensive Care Services
15 | Change of Ownership

Financial and Economic Feasibility:
16 | Availability of Funds

17 | Financial Waiver

18 { Financial Viability

19 | Economic Feasibility

20 | Safety Net Impact Statement

21 | Charity Care Information

DM_US 82698168-3.052942.0429
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PRESENCE HEALTH NETWORK, PRESENCE CENTRAL AND SUBURBAN HOSPITALS NETWORK
AND OSF HEALTHCARE SYSTEM'S - CERTIFICATES OF GOOD STANDING

See attached.

ATTACHMENT 1
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OSF HEALTHCARE SYSTEM ~ CERTIFICATE OF GOOD STANDING

File Number 0107-414-8

To all to whom these Presents Shall Come, Greeting:

1, Jesse White, Secretary of State of the State of Illinois, do hereby
certify that I am the keeper of the records of the Departinent of

Business Services. I certify that

OSF HEALTHCARE SYSTEM, A DOMESTIC CORPORATION, INCORPORATED UNDER
THE LAWS OF THIS STATE ON JANUARY 02, 1880, APPEARS TO HAVE COMPLIED WITH

ALL THE PROVISIONS OF THE GENERAL NOT FOR PROFIT CORPORATION ACT OF THIS
STATE. AND AS OF THIS DATE, IS IN GOOD STANDING AS A DOMESTIC CORPORATION

IN THE STATE OF [LLINOIS.

InTestimony Whereof, 1 nereto set

my hand and cause to be affixed the Great Seal of
the State of llinois, this 19TH

dayof OCTOBER A.D. 2016

\ £
Aathentication #: 1420302252 verifiable unil 101122017 Q-}M/d,e/ M

Authenticxie at; hop:/twww.cyberdriveillinois.com

SECAETARY OF GTATE

ATTACHMENT 1
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File Number 2595-936-1

I, Jesse White, Secretary of State of the State of Illinois, do hereby
certify that I am the keeper of the records of the Department of

Business Services. I certify that

PRESENCE HEALTH NETWORK, A DOMESTIC CORPORATION, INCORPORATED UNDER
THE LAWS OF THIS STATE ON JANUARY 03, 1939, APPEARS TO HAVE COMPLIED WITH
ALL THE PROVISIONS OF THE GENERAL NOT FOR PROFIT CORPORATION ACT OF THIS
STATE, AND AS OF THIS DATE, IS IN GOOD STANDING AS A DOMESTIC CORPORATION

IN THE STATE OF ILLINOIS,

InTestimony Whereof, I hereto set

my hand and cause to be affixed the Great Seal of
the State of Illinois, this  23RD

dayof  JUNE  AD. 2017 .

P R
261
’
Authentication #: 1717402660 verifiable untit 06/23/2018 M W

Authenticate at; hitp:fiwww.cyberdriveillinois.com

SECRETARY OF STATE




File Number 5968-176-1

1, Jesse White, Secretary of State of the State of Illinois, do hereby
certify that I am the keeper of the records of the Department of

Business Services. I certify that
PRESENCE CENTRAL AND SUBURBAN HOSPITALS NETWORK, A DOMESTIC
CORPORATION, INCORPORATED UNDER THE LAWS OF THIS STATE ON NOVEMBER 30,
1997, APPEARS TO HAVE COMPLIED WITH ALL THE PROVISIONS OF THE GENERAL
NOT FOR PROFIT CORPORATION ACT OF THIS STATE, AND AS OF THIS DATE, IS IN
GOOD STANDING AS A DOMESTIC CORPORATION IN THE STATE OF ILLINOIS.

InTestimony Whereof, I hereto set

my hand and cause to be affixed the Great Seal of
the State of Illinois, this  23RD

day of JUNE AD. 2017 .

th "‘ll:'.'.'u v A 4
i3 = ’
Authentication #: 1717402672 verifiable until 06/23/2018 M

Authenticate at: hitp:/iwww.cyberdriveilinols.com

SECRETARY OF STATE




PROOF OF SITE OWNERSHIP

See Attached

ATTACHMENT 2

DM_US 82698168-3.052942.0429




Presence United Samaritans Medical Center's site is owned by Presence Central and Suburban Hospltals
Netwark, The site wiil be conveyed to OSF Healthcare System as part of this proposed change of

ownership.

Jeannj Carmedelle Frey
Secreta
Presence Central and Suburban Hospitals Network

Subscribed and swomn to before me
ThlSJ_d&Y ofm, 2011

S B Bunded

P AP
VAN A

N Wy
WA RSP

¢ NOTARY PUBLIC - STATE OF ILLINGIS
4 Mvcomwon EXPIRES:MOSE |

WA AP

ATTACHMENT 2
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OPERATING IDENTITY/LICENSEE - PRESENCE UNITED SAMARITANS MEDICAL CENTER

See attached for Presence Central and Suburban Hospitals Network d/b/a Presence United Samaritans
Medical Center.

ATTACHMENT 3
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File Number 5968-176-1

Ml s -

To all to whom these Presents Shall Come, Greeting:

1, Jesse White, Secretary of State of the State of Illinois, do hereby
certify that I am the keeper of the records of the Department of

Business Services. I certify that
PRESENCE CENTRAL AND SUBURBAN HOSPITALS NETWORK, A DOMESTIC
CORPORATION, INCORPORATED UNDER THE LAWS OF THIS STATE ON NOVEMBER 30,
1997, APPEARS TO HAVE COMPLIED WITH ALL THE PROVISIONS OF THE GENERAL
NOT FOR PROFIT CORPORATION ACT OF THIS STATE, AND AS OF THIS DATE, ISIN
GOOD STANDING AS A DOMESTIC CORPORATION IN THE STATE OF ILLINOIS.

In Testimony Whereof, 1 hereto set

my hand and cause to be affixed the Great Seal of
the State of Illinois, this 23RD

day of JUNE AD. 2017 .

B,
.qU nL TR : Oy o
T ,
Authentication #: 1717402672 verifiable unill 06/2372018 M

Authenticale al: hitpfwww, cyberdriveilinols.com

SECRETARY OF STATE




PRESENCE HEALTH NETWORK ORGANIZATIONAL CHART

(Pre-CHOW)

Presence Health
Network

Presence Central
and Suburban
Hospitals Network

-

Presence
Covenant Medical
Center

DM_UJS 82658168-3.052942.0429

Presence United

Samaritans
Medical Center
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BACKGROUNO OF THE APPLICANT

See attached hospital license and Joint Commission accreditation information

ATTACHMENT 11
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Presence United Samaritans Medical
Center

Danville, IL

The Joint Commission

Which has surveyed this organization and found it to meet the requirements for the

Hospital Accreditation Program

June 28, 2014

Accreditation is customarily valid for up to 36 months.

Y/ 1) ID #4928 //M %@A

Mark R_Chassing MD, FACP, MPP, MPH
Irresidem

Rebecdd) Patchin, NID Pring Hepramt Dawe 1101 2004
Chair, Board nf Cammissioners

The Joint Commission is an independent, not-for-prolit nalional body that aversees the salely and quality of heulth care and
other services pravided in aceredited organizations. Information about aceredited organizations may be provided direetly to
The Joint Commission at 1-800-994-6610. Informotion regarding acereditation and the accreditation performance of

individual organizations can be obtained through The Joint Commission's web site at w ww jointcommission.ore.

w i, C—
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BACKGROUND QF THE APPLICANT

Presence United Samaritans Medical Center does hereby attest no adverse action, as that term is
defined in the rules of the llinois Health Facilities and Services Review Board, has been taken against it
in the three (3) years preceding this application.

in addition, It authorizes the HFSRB and IDPH to access information necessary to verify information
submitted in this application.

Jeannie rmedelle Frey

Chief Legal Officer and Secretary
Presence Health Network

Subscribed and sworn to before me
This ¥ day of m 2017.

Poal B Dk

Notary Public

<Sefl> &f?“““ﬂ' léﬁ
| NOTARY PUBLIC - STATE OF LLINOIS
COMMISSION mms

P W WP gy

ATTACHMENT 11
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BACKGROUND OF THE APPLICANT

OSF Healthcare System does hereby attest no adverse action, as that term s defined in the rules of the
Hinois Health Facilities and Services Review Board, has been taken against it in the three (3) years
preceding this application.

In addition, it authorizes the HFSRB and IDPH to access Information necessary to verify information
submitted in this application.

Y //M

Kevin Schoeplein, CEQ

Subscribed and sworn to before me
This day of Y5&2017.

o7 bt

Notary Public

<Seal>

OFFICIAL SEAL
TONDA L. STEWART

Notary Public - State of lllinois
My Commission Expires 8/26/2020

ATTACHMENT 11
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APPLICABLE REVIEW CRITERIA

1130.520(b){1){A) - Names of the parties
The parties to the change of ownership are OSF Healthcare System, Presence Heaith Network
and Presence Central and Suburban Hospitals Network.

1130.520{b){1){B) - Background of the parties, which shall include proof that the applicant is fit,
willing, able, and has the qualifications, background and character to adequately provide a proper
standard of health service for the community by certifying that no adverse action has been taken
against the applicant by the federal government, licensing or certifying bodies, or any other
agency of the State of lllinois against any health care facility owned or operated by the applicant,
directly or indirectly, within three years preceding the filing of the application.

See attached certification for OSF Heaithcare System, the entity acquiring the assets comprising

United Samaritans Medical Center.

1130.520(b)(1)}(C) - Structure of the transaction
The structure is an asset acquisition and OSF Healthcare System will own and operate the
ficensee after the transaction is complete.

1130.520(b){(1)}{D) - Name of the person who will be licensed or certified entity after the
transaction
OSF Healthcare System will d/b/a United Samaritans Medical Center until such time as it
changes the name consistent with its internal facility naming process. A corporate name change
will be filed with the illinois Secretary of State.

1130.520(b)(1)(E} - List of the ownership or membership interests in such licensed or certified
entity both prior to and after the transaction, including a description of the applicant's
organizational structure with a listing of controlling or subsidiary persons.
For the ownership structure pre and post the transaction, please see attachment 4. OSF
Healthcare System will become the 100% owner and operator of United Samaritans Medical
Center in Danville, lllinois.

1130.520(b){(1)(F) - Fair market value of assets to be transferred.
$74,000,000.00 (NOTE: This allocated vaiue is solely for COE purposes. The combined
purchase price for both United Samaritans Medical Center and Covenant Medical Center, for
which an application for exemption is submitted simultaneously, is $185,000,000. The two
facilities are being acquired together, at the same time, and the changes of ownership are
dependent upon each other.)

1130.520(b)(1}{G) - The purchase price or other forms of consideration to be provided for those
assets. [20 ILCS 3960/8.5(a)]
$74,000,000.00 (see above)

1130.520(b){(2) - Affirmation that any projects for which permits have been issued have been
completed or will be completed or altered in accordance with the provisions of this Section
Not applicable for United Samaritans Medical Center.

1130.520(b)(2) - If the ownership change is for a hospital, affirmation that the facility will not
adopt a more restrictive charity care policy than the policy that was in effect one year prior to the
transaction, The hospital must provide affirmation that the compliant charity care policy will
remain in effect for a two-year period following the change of ownership transaction
QOSF Healthcare System affirms that the charity care policy at United Samaritans Medical Center
will not be more restrictive than its current form, and that its current charity care policy will remain
in place and/or be less restrictive for a minimum period of two years from the change of
ownership.

DM_US 82658168-3.052942,0429
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APPLICABLE REVIEW CRITERIA CONTINUED

1130.520(b)(2) - A statement as to the anticipated benefits of the proposed changes in ownership

to the community
The community will benefit from the continued operation of the hospital by OSF Healthcare
System, which operates many hospitals in communities similar to Danvilte, Illinois and by the
available capital and resources of OSF Healthcare System.

1130.520(b){2) - The anticipated or potential cost savings, if any, that will resulit for the communlity
and the facility because of the change in ownership;
Unknown at this time.

1130.520(b)(2) - A description of the facility's quallty improvement program mechanism that will
be utilized to assure guality control;
Both Presence Health Network and OSF Health System have extensive and focused quality
improvement and monitoring programs, policies and procedures. OSF will maintain, initially, the
current QI programs in place, and will review same post change of ownership to align same with
OSF's overall system wide quality improvement and monitoring policies, if necessary.

1130.520(b)(2) - A description of the selection process that the acquiring entity will use to select
the facility's governing body;
The governing body will be the Board of Directors of OSF Healthcare System is appointed by the
Sisters of the Third Order of Saint Francis.

1130.520(b)(2) - A statement that the applicant has prepared a written response addressing the
review criteria contained in 77 1li. Adm. Code 1110.240 and that the response is available for public

review on the premises of the heaith care facility
A description of the transaction has been prepared and Is available for public review at the facility.

1130.520{b)(2)- A description or summary of any proposed changes to the scope of services or
levels of care currently provided at the facility that are anticipated to occur within 24 months after

acquisition,
None planned at this time.

DM_US 82698168-3.052942.0429
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OSF Healthcare System (“OSF”) certifies it has had no adverse action, as that term is defined by the
liinois Health Facilities and Services Review Board (“Board") rules, taken against it in the past three (3)
years. All of its hospitals are in good standing with the Board, [Hinois Department of Public Health and
Joint Commission. OSF has a bond rating of A or better (see attached), and the financial resources to

connnue the oper/a;i;ﬁs of United Samaritans Medical Center as described in this application.

Kevm Schoeplein, CEQ//
QSF Health Care System

Subseribed and sworn to before me
This day of 20

Notary Public

OFFICIAL SEAL
TONDAL. STIEWﬁﬁllnTms
Public - State o
M;\l Cogar;ymtsswn Expires 8/26/2020
e SR

L amth  Lame

ATTACHMENT 15
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FINANCIAL VIABILITY

LS. PUBLIC ANANCE

Mooby’s
INVESTORS SERVICE

CREDIT OPINION
6 September 2016

New {ssue

Rate thig Restarchy

Contace

uie Martin 2t2-553-1423
Sereoe Vite Fres el

Lta rma LingRennod s oom

Reth 1. Werter 212-553-1384
VP S Credt Offfer

bt et SHNGOGYS, am
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OSF Healthcare System, IL

New lssue - Moody's Assigns A2 to OSF Healthcare System’s
(IL) Ser. 2016; Outlook Stable

Summary Rating Rationale

Moody's Invostars Service assigns an A2 to OSF Healtheate Systen's $114 mitlion of
proposed Series 2016 fixed rate bonds (0 be ssued by the filinels Finance Authority.
The bonds are expected o nature 10 2039, The A2 on approximately $950 million of
ouistand:ng debt is aflirmed. The outlook & stable

Tho A7 i hased on OSI's large presence as @ mulle-site system m northern, central, and
southem Hlincs, leading market pasition (a1 the largest mardet, and strong and liquid
ivestmient position. Q$Fs challenges mcude higher-than-average direct leverage, sizable
indirect obligations, competition in most markets, and varable operating performance,

Lahdbit 1
Goud Liquidity During Period of Revenue Growth
- Opratig R (1000} wman Doy Lavh 1) P
1000000 f4l]
2500.000 20
2o0aD00
™o
100D
10
1ot ooh
o0 w0

o
T0VG Anrer i
P ot

o 3 20V 3
suwse Mooyt invetorn Senke

Credit Strengths

»  Large, multi-site systern in nosthem, eeniral, and southern Hilinois with close 10 32.5
billion in revenue, supported by mvestments in physscians and facilities and progressive IV
capabdities

»  Leading market postion and regionat referral draw for OSF's flagship location in Peoria
w  Very good and liqud imvest ment position with 214 days cashon hand at june 30, 2016
» Manageable debt structure risks with over 300% monthily ligquidity-to-demand debs
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Credit Chalienges
»  Strong competiion in largest markets with competito:s owned or closely affiliated with Targer parent organizations

»  High leverage with tefatively high 4.2 limes debt-to-cashilow and 49% direct debi-to-revenue and moderate N1% cash-to-direct
debt

»  Shaable Indirect debt, including operaling lease and pension obligatens, driving modest 68% cash-te-compr clensive debt

»  Mistory of variable operating cashflow marging, indluding decline in FY2016 lollowing two yes of improvernent

Rating Outlook

The stable outlock reflects expectations that GSE's operating and stiategic investments will stabilize margins, The outlook mcorparates

an assumption of no incremental leverage and manageable capital spending levels, which should drive investment growth levets and
balance sheet delveraging.

Factors that Could Lead to an Upgrade
»  Signficant reduction in balance sheet loverage, including pension abligation
v Reduction in operating leverage {debi-to-cashfiow and debt-to-revenue)

v Sustaned tmprovemest in operating cashilow masgin

Factors that Could Lead to a Downgrade
»  Matenally dituL ve scquisition of merger
»  Prolonged decine in marging

»  Meamaghul inCrease o leverage

mmuunanamaum:mm.luwmmmmuﬁammmx—u«mnﬁum RO AATLEY DagE Oft

2 & Saprember TG OSF Heatthoars System, B Neaw Itsus = Maody's Assipar 82 10 OS5 Haslthoarc Systen's {it) Sw. 2076, Owllosd Stable

ATTACHMENT 17

DM_US 82698168-3,052942.0429

Page 34




FINANCIAL VIABILITY

HDOIY'S INVESTORS SERVICE U.S. PUBLIC FINANCE

Key indicators
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OSF Healthcare System, IL
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Recent Developments
fecent developments are incorparated into the Detalled Rating Considerations section.

Detailed Rating Considerations

Market Position: Large Multl-Site System Operating in Competitive Markets

Owe: the last several years, OSF has been consolrdating and integrating clinical and suppart arcas to reduce variation, improve qual.ly,
and improve productity and seduce costs. The system's flagsh.p hosp-taiin Peoria has benefitted from sign ficant investments with
noeased vaturnes lrom 8 broader regional service area and highet acuity. OSF completed the installatian af an electronic medscal
record (EMR) system several years ago, which allows mare advanced prediciive analysis. The system has imvestexd bty In care
cotidators in mast repons Lo support population health managemont. Thise strategies are allowing OSF Lo take on riare shared
savngs and nsh arangements vath payais.

05T continues 1o make anvestnents in acilites and physcans 1@ canpele in competitive markets. Most of OSF's compelitors ane
ewned of closely aligned w.th lage healthate systeins. OS5I has maintained a strong feading maskel pasition in the Peoria market. The
syslemys second largest matket in Rockford is very compebtive with two other providers, both of which are part of Wisconsin-based
systerms that are investing In upgeadang facilities. OSF's capitat investment in Rockinrd, discussed below, will enhance its competilive
position in the mark.ot.

Ogerating Performance, Balance Sheet and Capital Plans: Varlable Marging But Very Good Liquidity

Fotlovang two years of inpsoved performance through Y 2015, the systern reported a decline nine months year-to-date FY 2076,
adusted for tie items noted helow, (ST had 2 8.3% opeyaking cashllow margia year-to-date Ty 2016, compaed with 109 for full FY
2015, Volume growth In 2076 has been swrong, driving same-facility revenue growth of 4%. QST has alse benefitted from Medicaid
evpansion and supplemental payments, The operating decline was primarily due to 2 |aige increase in contractual allowances related to
prior year revenue following 1he installation of a new software 10 estimate recoivables collections, increased phatmacoutical costs and
a resecve related 1o ostrmaled losses under the Medrcare NextGen ACO payimont model. Perfoemance by reglon is mixed. The Peoria
arca has beon strong due 10 volume growth, especially i rose protitable regomal referrals and ambulatory services, Rockiord has
expreaenced sizable losses, more secently due to the contractual adjustments noted above. Some of the smaller hospitals exporienced
fosses, including newly acquired Alton.

3 E Segtémbar 20 O%F Hubltheare Systam, I Nrs bt ~ Meedy’s Assipns A2 to DSF Hmaltheaee Syatams () Swr. 201&, Outios). Stable
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The systert's operaling and strategic initlatives shoutd help the systern niitigate challenges affecting FY 2016, OSF s in the thid
yea: of a 4-yeat cost reduction program and reports achieving over $140 million in Improvements 1o date. tajor initiatlves include
reimbuiserment opportunities, productivity Improvement, and supplies.

Capital spending 15 increasing in £Y 2016 but at manageable levels relative to cashilow. Spending is projected at approximately $190
rdfion and $170 million i FY 2016 and £y 2017, respectively. averaging 1.6 times deprecation expense, and witl be funded with bond
proceeds fom the Senes 2015 offering and cashfiow. The lasgest project is a $BS miltion bed pavilion in the Rockford market,

UQUIDITY

Q505 iguidity is very good vath 234 days cash on hand at June 30, 2016. While capital spending is increasing, it is under cutrent
opeating cashilow fevels, which should allow the system at least to maintain liguidity. OSF marntaing a conseivative and Liquid asset
allocation with 72% invested in cash and fixed income at FYE 2015, OSF has been negatively atfected by high Medicald receivables.

Debi Structure and Legal Covenants: High Direct and Indirect Levarage

OSF as higher than average balance sheet and operating leverage including a high 4.2 times debt-to-cashflow 2nd shaderate 1%
¢ash-to-duect debt based on annualized year-to-date FY 2016 results. Madmum annual debt service coverage is below average at 4.0
timws, No moremental leverage 8 expected at ths Lme.

DEBT STRUCTURE

Debt structuse asks are manageable wilh aver 300% raonthly hauidity-to-demand debt. Domand debt, including bank provided
letters of credit and private placements, are diversified anxang banks and commitment penods. OSF has ample room uider francial
covenants, whch include 1.1 tmes debt service coverage and 75 or 80 days cash on hamd, depending on whether covenants apply Lo
banks or ingures,

DEDT-RELATED OLAIVATIVES
25 of June 30, 2016 Q5F is a party to numerous intosest rate swap agicenwents vith a total notienat amount of 5457 mitlion, inctuding

an interest rate lock related 1o the Series 2016 bonds, which walt be tesminated in conjunction with the Senes 2016 bond issuance.
As of June 30, 2016, the cumulative mark te market vatuation of the swaps was a egative 576 million (based on management dma},
The fixed payer saps aie insured by Assured Guaranty. Cotlateral posteng s not sequired unjess Assured's rating falls below A3 or the
exuivalent by a1 least ona rating agency; the systern has rot had to post collatesal.

PENSIONS AND OPED

OSF's pension plar is a Chureli plan and, therelore, not subject to ERISA requirements. The plan veas fiozen in March 2011. The systeny's
philosophy has been to fund at pension expense levels. However, comparad with other lwalth systems, the pension obligation is Large
at $349 myiltion at FYE 2015 (60% tunded), despite a decline following a $50 million contribution last year, Combined with operating
lopses, cash-lo-comprehansive debt s moderate a1 68% fo: fiscat yeae 2015, 1 May 2016, litigation was filed chatlenging O5F's

Clurch plan s1atus. Given uncertaintios roparding the: outcome of this litigation, the rating does not Incorporate any potential funding
reauirernents,

Management and Governance

OSF has bean migrating (rom a holding company model to a consolidated and integrated madel, which wo view favorably in allowing
moxe effective and timaly execution of aperating and strategic mnitiatives. Most recently, the systen's physician eaterprise was
consolidated into one multi-specialty group as of January 2076, The system has 3 disarptined approach 1o capital spending which is tied
to cashftow generation at the individual hospitals.

tegal Security

Legal scaurity [or the bands is a security imterest in the Unsestricied Receivables of the Members of the Chligated Group, which make
up most al the system, Membess of the Obligated Group include OSF Healtheare System {which includes most systaim hosplials),
Ortawa Regional Hospltal & Healthcare Center, Ottawa Regional Haspital foundation, Saint Anthony's Physician Group [Alton) and
1he OSF Muiti-Specialty Group, Saint Anthany's Physidian Group vill withdraw from the obligated group since all vistually practitioness
and assets have been moved to the OSF Muiti -Speciatty Group.

W

. £ Saplunbar 2076 Q5F Haatthemre System, B: Kiw tsut « Mopdy's Asalgnt AZ Lo QLY Haalthcare Systun's {it] Sar. 2016, Outiosh Satls
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Use of Proceeds
frocoeds of the Series 2016 bonds wilt be primarily used Lo fefund certain maturities of the Senes 20104 bonds,

Obligor Profile

OSF Healthcare System operates eleven acute care hospitals and a large rulti-specialty physician group. Ten of she systea’s hospitals
a0 located in fliinois; OSF also owns a small writical accoss hospital i the Upper Penesuta of Michigan, The System's largest hospital,
OSF Saint Francs Medical Center in Pearia, lllinois, is 2 609-lkensed bed tentiary care teaching conter.

Methodology
The prncipal methodology used in this ratng was Not-For-Prokt Healthcare Rating Methadology published in tNovernber 2015, Please
see the Ratings Methodologies page on waaw moodys.corn for 3 copy of this methodology.

Ratings

Laibis 3

OSF Healthcare System

Fzue Rating

Reverns Honds, Senes 2056 A2
Rating Type Undertying LT
Lale Amoant $113,610,000
Expected Sals Date Q9N%/2016
ftzuing Description Revenue, Olher
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CHARITY CARE INFORMATION

CHARITY CARE

PRESENCE UNITED SAMARITANS MEDICAL CENTER'

2014 2015 2016
Net Patient Revenue $96,458,405 | $95,462,165 | $94,782,322
Amount of Charity Care | ¢, 393578 | $15,169,177 | $13,609,530
{charges)
Cost of Charity Care $3,419,973 | $3,247,478 | 52,234,347

1 — Information provided from final numbers ftled with lllinois Attorney
General and in Form 990

OSF HEALTHCARE SYSTEM

CHARITY CARE
2014 2015 2016
Net Patient Revenue 1,800,620,959 | 1,917,020,581 | 1,970,497,456
Amount of Charity Care
(charges) 221,417,876 123,694,713 131,815,716
Cost of Charity Care 45,062,165 24,351,000 25,170,596
\
|
|
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